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Survey of State Education Finance Legislative Activity and Trends, 1994-1997

by
Faith E. Crampton'
National Education Association

Introduction

This paper represents of the resuits of the second annual survey of state school finance
legislation conducted by the Education Finance and Economics Program of the Research Unit of
the National Education Association.” Currently it represents the only comprehensive, fifty state
survey being conducted. The report has three major purposes:

e To provide an annual snapshot of state legislative activity in school finance;

e To serve as a reference guide for legislative language with regard to particular
education funding arcas;

¢ To contribute to the development of a long-term database of school finance legislation
that wiil allow for trend and policy analysis.

State school finance legislation has remained a primary force in shaping elementary and

secondary education policy for over a century, dating to the beginnings of the common school

' The views expressed here are those of the author and do not necessarily represent those of the
National Education Association.

* This survey builds upon the work of the author who previously conducted annual surveys of
state school finance legislation for the 1994 and 1995 sessions. See , F.E.Crampton and T.N.
Whitney, “State School Finance Litigation and Legislation, 1994: A Summary and an
Analysis.” in School Finance Policy Issues in the States and Provinces: Annual Update 1995,
Carla Edlefson, editor, (A monograph of the Fiscal [ssues, Policy and Education Finance Special
Interest Group of the American Education Research Association. pp. 216-223. Columbus, OH:
The Ohio State University and P.R.O.B.E. (Policy Research for Ohio-Based Education), 1995;.
and F.E.Crampton and T.N. Whitney “State School Finance Litigation And Legislation, 1995: A
Summary and an Analysis,” in School Finance Policy Issues, 1996: United States and
Canadian Provinces, Barbara Y. LaCost, editor, (A monograph of the Fiscal Issues, Policy and
Education Finance Special Interest Group of the American Education Research Association. pp.
137-162, Lincoln, NE: University of Nebraska, 1996).




movement, Today funding schools equitably and efficiently still represents a challenge to state
policymakers as evidenced by the number and variety of school finance bills passed.

This paper is divided into three sections. The first gives an overview of 1997 school
finance legislation and compares it to the 1994-1996 legislative sessions. The second presents
highlights of 1997 legislation, focusing on bills that reflect responses to national trends or,
conversely, new directions. The final section presents conclusions and policy implication.

o ladce

Overview of 1997 School Finance Legislation and Comparison to 1994-1996 Sessions

" The 1997 legislative session ended with 441 bills passed and signed into law by the

states' respective governors.” The average number of bills passed per state was eight although

"the number ranged from a high of 36 bills in Calitornia to one in Wisconsin.* See Table 1 for a

state-by-state breakdown of the number of bills passed. Legislation covered the spectrum of
school finance issues from reconfiguration of state aid, the single largest source of school
funding, to financing of educational technology and capital outlay, also referred to as school
infrastructure. This section of the report provides a broad overview of the types and number of
bills passed, comparing the 1997 to the 1994-1996 sessions.

Bills from the 1997 legislative session have been divided into sixteen ca‘egories, as

follows:

! At the close of the 1997 legislative sessions (October, 1997; January, 1998), Lexis-Nexis
searches of all school finance legislation that had been passed and signed into law by the state’s
governor were conducted.

*1t should be noted that Kentucky, which did not have a legislative session in 1997, had no bills
passed.




State Aid to Elementary and Secondary Education;
Study Committees of State Education Funding Systems;
Lottery Funds Used for Education;

Capital Outiay Funding;

School Safety Funding;

Special Education Funding;

Technology Funding;

Transportation Funding ;

Charter School Funding;

Tax Bases and Taxation for Education Funding;

Special Purpose Education Program Funding ;
Budgeting and Fiscal Management;

Cross-District Student Enrollment Funding;
Supplemental Revenues for School Districts;

School Employee Compensation and Personnel Funding Issues;
Other Education Funding Legislation.

Table 2 breaks down the number of bills by category followed by the number of states in which
the particular type of legislation was passed. Thirty-two states, approximately two-thirds, passed
legislation with regard to capital outlay funding and tax bases and taxation for education funding.
In addition, around half of all states passed legislation in the following five funding areas: state
aid; technology; special purpose education programs; budgeting and fiscal management; and
school employee compensatior: and personnel issues. Of all categories. three distinguished
themselves with most bills passed: special purpose education programs with 96; tax bases and
taxation with 71; and capital outlay with 70. Table 3 contains abstracts of all bills with the
corresponding bill numbers in a master table with sixteen sub-tables. Bills covering more than
one category are cross-listed for easy reference; for example, a single piece of legislation may
have provisions for state aid, capital outlay, and taxation. It would then be listed in three sub-

tables. The sum of listings for all categories totals 533 because of cross-listing although only

441 bills were passed.
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The 1997 legislative session saw explosive growth with regard to the number of bills
related to education funding. For example, in 1996, only 260 bills were passed; in 1995, 212
bills were passed while in the 1994 session, 127 school finance bills became law.” In 1997,
fourteen of the sixteen categories of legislation witnessed an increase in the number of bills
passed, the exceptions being special education funding an schion' safety funding which
experienced slight declines. Between 1996 and 1997, some categories of legislation, such as
capital outlay funding, technology funding, and school employee compensation and personnel
issues, nearly doubled.

Although the classification scheme for categories of legislation has changed somewhat
over time, comparisons over a four year period can be drawn in the following ten areas:

State Aid to Elementary and Secondary Education;
Study Committees of State Education Funding Systems;
Lottery Funds Used for Education;

Capital Outlay Funding;

School Safety Funding;

Special Education Funding;

Technology Funding;

Transportation Funding;

Charter School Funding;
Tax Bases and Taxation for Education Funding.

Table 3 compares the number of bills by categories listed above for the 1994 through 1997
legislative sessions. Of these ten categories, four demonstrated sustained growth in the number
of funding bills passed over this time period: capital outlay funding; technology funding;

transportation funding, and charter school funding. The number of bills for capital outlay

*F.E. Crampton, “Survey of State Education Finance Legislative Activity and Trends, 1994-
1996,” (A monograph of the UCEA Center for the Study of Education Finance, Manhattan,
Kansas: University of Kansas, 1997).




funding grew from 18 in 1994 to 70 in 1997. In 1994, 4 bills were passed with regard to
educational technology funding, increasing more than sevenfold to 29 in 1997. With regard to
transportation funding, 5 bills were passed in 1994; in 1997, the number more than tripled to 17.
Bills for charter schoo! funding more than quadrupled from 3 in 1994 to 14 in 1997. (See Figure
1.) Enrollment increases as well as deferred maintenance and replacement may be fueling the
number qf funding bilis passed in the areas of capital outlay and transportation. The influence of
activity at the national~ level in the areas of educational technology and charter schools, as well as

capital outlay, will be explored in the following section.

Highlights of 1997 School Finance Legislation

As mentioned previously, the 1997 legislative session saw a burst of activity with regard to
the number of school finance bills signed into law. While every bill passed holds significance for
the education of children in its respective state, it is beyond the scope of the report, much less this
paper, to do justice to over 400 pieces of legislation. Instead this section captures highlights of the
1997 session, selecting a small number of noteworthy bills. Selections were made based upon three
criteria: 1) Bills that represented a dramatic change in the direction of a state's school funding
system; 2) Bills that represented a response to national trends; and 3) Bills that marked new

initiatives for a state and the nation, possibly indicating the beginning of a new trend.

New Directions in State Funding Systems

In general, the category of state aid to elementary and secondary education saw substantial
growth between 1997 and 1997, from 37 to 51 bills. A number of bills merely tweaked the

existing systems. However, two states, Vermont and Wyoming, passed sweeping changes in the
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way they fund K-12 education, and in both cases the legislation came as a result of state supreme
court decisions overturning the existing funding. In 1995, the Wyoming state supreme court for
the second time in sixtee.: vears overturned the education funding system.’ In a ground-breaking
decision, the court has required the state legislature to craft a new funding system that
demonstrates a rational linkage between cost and level of education service provided. The court
gave the legislature until the summer of 1997 to devise an acceptable funding system. Ina
special session, June, 1997, the legislature adopted a new formula which would subsequently be
challenged by the plaintiffs later in the year. One of the concerns lay with a component of the
formula, which if fully implemented during a planned phase-in period would result in a loss of
funding for over one-third of Wyoming's school districts. Vermont's state supreme court
decision overturning the state's funding system was handed down in February, 1997, and the
legislature passed a new funding system in June of tiie same year. Vast disparities in local
property wealth were at the heart of the litigation, and the legislature responded with the creation
of a statewide education property tax to fund a foundation formula. Some local discretion is still
allowed by a second tier, or eciualized yield formula; this, however, also involves some statewide

pooling of property taxes.

State Responses to National Trends
Over the past few years, national attention has been heightened in the areas of educational

technology, capital outlay, and charter school funding. In 1995 and 1996, two federal reports, one

¢ Campbell County School District et al. v. Diana J. Ohman, et al. 1995 WL 654524 (Wyo.)
(1995).

" Amanda Brigham et al. v. State of Vermont, 692 A.2d 384 No. 96-502 (Vt.) (1997).
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from the U.S. Department of Education and the other from the U.S. Department of Commerce
dealt with educational technology and connectivity issues.* With regard to capital outlay, two
reports released by the U.S. General Accounting Office in 1995, continue to generate interest at the
federal and state legislative levels,” All of these reports highlighted the critical importance of
funding. Two bills passed by Congress, in 1994 aad 1995, may have sparked greater interest in
funding charter schools in state legislatures. In 1994, the Public Charter Schools Program was
passed, providing federal funds for charter school start-up costs based u-on a competitive
application process.'® In 1995, Congress passed funding for a federal study of charter schools
which has provided the first national snapshot of charter schools with the release of its first of four
annual research reports in May of 1997."

States continue to respond to these trends in these areas with significant number of funding
bills. During the 1997 legislative session, almost half or 22 of the states passed educational

technology funding measures. There was a dramatic increase in the number of bills passed from

¢ KickStart Initiative: Connecting America's Communities to the Information Superhighway,
(Washington, DC: U.S. Department of Commerce, National Telecommunications and
Information Administration, U.S. Advisory Council on the National Information Infrastructure,
1995); Getting America’s Students Ready for the 21st Century: Meeting the Technology
Literacy Challenge, (Washington, DC.: U.S. Department of Education, June 1996).

°School Facilities: Condition of America’s Schools, (Washington, DC.: U.S. General
Accounting Office, February 1995); School Facilities: America’s Schools not Designed or
Equipped for 21st Century, (Washington, DC.: U.S. General Accounting Office, April 1995).

v "Riley Announces $17 Million in Support of Charter Schools,"
(http://www.ed.gov/PressReleases/10-1996/charterntl.html, 7/22/98).

" 4 Study of Charter Schools: First Year Report, RPP International and the University of

Minnesota, (Washington, DC: U.S. Department of Education, Office of Educational Research
and Improvement, May 1997).
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the 1996 session, from 12 to 29. Four states--Louisiana, Oklahoma, Oregon, and Washington--
created funding or grant programs dedicated tc educational technology. New Mexico enacted the
Educétional Technology Equipment Act which provides for local school district debt and property
taxation to acquire educational technology through lease purchase programs. Colorado and
Virginia recognized the importance of funding professional development for staff to utilize
technology effectively. In addition, Virginia funded a technology resource assistant for every
elementary school in thé state.

Between the 1996 and 1997 legislative sessions, capital outlay funding bills for elementary
and secondary education nearly doubled from 41 to 70, with approximately two-thirds of the states
passing legislation. Florida enacted ’the "SMART Schools Act," requiring school district to prepare
§ year work programs or plans with regard to their capital outlay budgets. Three states--Arkansas,
Florida, and Georgia--passed legislatior. emphasizing the importance of financing energy
conservation measures in new and existing school facilities. California passed six capital outlay
bills designed to address the need for additional classrooms in the wake of 1996 legislation
mandating smaller class sizes in the early elementary grades. In Oregon, the legislature enacted the
Oregon School Bond Guaranty Act so that the state treasurer may grant certificates of qualification
to eligible school districts. These certificates pledge full fait and credit of the state to guaranty
school district bonds.

With regard to charter school funding, 12 states passed 14 bills in 1997. Arizona's
legislation increased the base support level for charter schools as well as increasing aid for
handicapped students and construction. Nevada and Pennsylvania passed legislation enabling the
establishment of charter schools and the structure for funding them. In Utah, the legislature

established a charter school task force to study charter schools and issue a report.




New Initiatives for States and the Nation

While some members of the U.S. Congress favor consolidation of existing targeted funding
programs for elementary and secondary education into broad block grants, state legislatures passed
a record number of bills funding special purpose education funding programs, with 96 bills passed
in 1997, more than twice the number of the 1996 session. Special purpose funding programs, also
called categorical or targeted programs, have historically played an important role in achieving
focused educational policy goals at the state and federal levels (Break 1980). > While a number of
bills passed in 1997 represent fairly traditional areas, such as vocational-technical, driver's, and
physical education, others stand out individually or as clusters as new initiatives. Three clusters in
particular enierged: funding bills aimed at improving student achievement; funding bills
addressing early childhood education; and funding bills broadening student access to alternative
education.

Seven states--Arkansas, Colorado, Louisiana, Nevada, Texas, 1."tah, and Virginia--passed
legislation aimed at improving student achievement through a number of mechanisms. Arkansas
passed two bills, one that would establish a state Education Excellence Trust Fund and a second
that furds an Advanced Placement Incentive Program. The Colorado legislature approved funding
so that students could compete in national academic student competitions. Louisiana and Virginia
both passed legislation to fund summer school programs; in Virginia, such programs will focus on

enrichment whereas Louisiana's purpose will be remediation. The Texas legislature approved

2 Please note that special education funding, i.e., funding for programs for the developmentally
disables, represents another category ~f special purpose education funding but is separate for the
purposes of this survey.
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funding of an early high school graduation scholarship program, and Utah passed state funding for
an extended school year program, While the above measures represent incentives for school
districts to improve student achievement, Nevada chose another directions, that of sanctions, with
funding for the institution of an academic protation program for schools who receive an
unfavorable evaluation by the state department of education.

The second cluster of bills addressed funding of early childhood education by four states--
Arkansas, California, Connecticut, and Hawaii. Arkansas created and funded an Early Childhood
Commission through the state department of education while Connecticut took a collaborative
approach, creating an interagency early child care and education system. In California, the
legislature extended the Healthy Start Support Services for Children Act S years. Hawaii
established an Early Intervention Trust Fund for the provision of services to infants and toddlers.

A number of states, five in total--Arizona, Illinois, North Carolina, Oklahoma, and Oregon--
passed funding legislation for alternative education programs, broadly defined as educational
programs and/or schools designed to meet the needs of students who have experience difficulty
adapting and succeeding in a more traditional school setting. In Arizona legislation, the needs of
homeless children with regard to alternative education settings were recognized while in Oregon
legislation. a two year pilot program for disruptive students was established and funded. Illinois
passed a funding bill to enable alternative schools to offer work-based learnirg and community
service work for academic credit as part of the curriculum. In North Carolina, the legislawure
clarified that teachers assigned and funded for alternative learning programs may not be deployed
for other purposes. The Oklahoma legislature established and funded Alternative Education
Academy Grants. One might a-gue that both early childhood education and alternative education

legislation are also geared toward improving student academic success. Early childhood education

10
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lays the foundation for academic success while alternative education zssists students experiencing

academic difficulties for a range of reason to access programs more attuned to their needs.

Conclusions and Policy Implications

The 1997 legislative session may prove to be a watershed year for elementary and
secondary education funding due in large part to the sheer number and variety of bills passed. One
may hypothesize why such tremendous growth took place. Is it an indication of a continuing,
increasing interest on the part of state legislatwes in education and funding, for example, in issues
such as student achievement, educational technology, and capital outlay? It is also possible that
the increased number of bills reflects, at least in part, a robust economy where more revenues are
available to states. Qverall, 1997 was a strong fiscal year for states with revenues outpacing
projections and record leve! year end balances in state treasuries.”” In addition, appropriations for
education outpaced the growth for other state spending categories.'® On the other hand, with
regard to some legislative action it may represent a lack of confidence in the ability of schools and
districts ability to educate all children. Targeting or special purpose funding is a case in point. It
may represent the sincere desire of a legislature to focus attention and doliars on a particular
educational program, or it may represent the legislature's believe that without attaching strings the
funding may not be used for the designated educational purpose by schools and districts. All of
these are important education policy questions, and the answer to all of them may be yes. For

better or worse, state legislature's interest in education seems to be intensifying.

" “State Budget Actions 1997," (National Conference of State Legislatures,
http://www.ncsl.org/programs/fiscal/sba97sum.htm, 7/25/98).
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1997 State School Finance Legislation Totals by State

Tabie !

(WNumber of bills passed)

Alabama 9 Montana 17
Alaska 6 Nebraska 8
Arizona 13 Nevada 14
Arkansas 30 New Hampshire 11
California 36 New Jersey 2
Colorado 7 New Mexico 15
Connecticut 6 New York 9
Delaware 3 North Carolina 5
Florida 5 North Dakota 12
Georgia 7 Ohio 3
Hawaii 8 Oklahoma 10
Idaho 7 Oregon 19
Illinois 13 Pennsylvania 2
Indiana 5 Rhode Island 3
fowa 3 South Carolina 3
Kansas 3 South Dakota 8
Kentucky 0 Tennessee 5
(no legislative session)
Louisiana 16 Texas 13
Maine 9 Utah 11
Maryland 12 Vermont 2
Massachusetts 3 Virginia 17
Michigan 16 Washington 6
Minnesota 4 West Virginia 3
Mississippi 9 Wisconsin 1
Missouri 5 Wyoming 4

TOTAL 441
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Table 2

1997 School Finance Legislation Totals by Category

Type of Legislation Number
State Aid to Elementary and Secondary Education 51
Study Committees of State Education Funding Systems 6
Lottery Funds Used for Education 4
Capital Outlay Funding 70
School Safety Funding 3
Special Education Funding 18
Technology Funding 29
Transportation Funding 17
Charter School Funding 14
Tax Bases and Taxation for Education Funding 71
Special Purpose Education Program Funding 96
Budgeting and Fiscal Management 44
Cross-District Student Enrollment Funding 10
Supplemental Revenues for School Districts 10
School Employee Compensation and Personnel Issues 47
Other Education Funding Legislation 43
Total 533

19

Number
of States
27
5
4

32
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Table 4

Comparisor of School Finance Legislation: 1994-1997 Legislative Sessions

Type of Legislation

State Aid to Elementary and
Secondary Education

Study Committees of State
Education Funding Systems

Lottery Funds Used
for Education

Capital Outlay Funding
School Safety Funding
Special Education Funding
Technology Funding
Transportation Funding
Charter School Funding

Tax Bases and Taxation
for Education Funding

18

19

13

Number of Bills
1995 1996

31 37
5 4
4 1
37 41
12 6
13 21
5 12
8 10
9 12
35 32

15,

85

70

18

29

17

14

71




Growth Areas in School Funding Legislation
(Number of legislative bills)

Figure 1

M 1994
W 1995
(31996
M 1997

Capital Transpor- Technology Charter
Outlay tation Schools
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